UNIFORM  ACCOUNTS 

t 

FOR 


TELEPHONE  COMPANIES 

(CLASS  C  AND  CLASS  D) 


AS  PRESCRIBED  BY  THE 


STATE  PUBLIC  UTILITIES  COMMISSION 

OF  ILLINOIS 


In  Accordance  with  Section  11  of  the  Act  to  Provide 
for  the  Regulation  of  Public  Utilities. 

Approved  June  30,  1913 


FIRST  ISSUE 
Effective  July  1,  1914 


Springfield,  Illinois,  1914 


Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 

University  of  Illinois  Urbana-Champaign  Alternates 


https://archive.org/details/uniformsystemofa00illi_0 


8 Jat5  oireCT  GIFT 


G  6  1 
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UNIFORM  SYSTEM  OF  ACCOUNTS  FOR  TELEPHONE  COM¬ 
PANIES  CLASSES  “C”  AND  “D” 

fO 

~  At  a  Regular  Meeting  of  the  STATE  PUBLIC  UTILITIES  COM- 
MISSION  OF  ILLINOIS,  held  at  its  office  in  Springfield,  Ill., 
on  the  second  day  of  July,  1914. 

The  subject  of  a  Uniform  System  of  Accounts  to  be  prescribed  for 
and  kept  by  telephone  companies  being  under  consideration,  the  follow¬ 
ing  order  was  entered: 

It  is  ordered ,  That  the  Uniform  System  of  Accounts  for  Telephone 
Companies  with  the  text  pertaining  thereto,  embodied  in  printed  form 
to  be  hereafter  known  as  First  Issue,  a  copy  of  which  is  now  before  this 
Commission,  be,  and  the  same  is  hereby,  approved;  that  a  copy  thereof 
duly  authenticated  by  the  Secretary  of  the  Commission  be  filed  in  its 
archives,  and  a  second  copy  thereof,  in  like  manner  authenticated,  in  the 
office  of  the  Chief  Accountant  and  Statistician;  and  that  each  of  said 
copies  so  authenticated  and  filed  shall  be  deemed  an  original  record 
thereof. 

It  is  further  ordered,  That  the  said  Uniform  System  of  Accounts  for 
Telephone  Companies  with  the  text  pertaining  thereto,  be,  and  the  same 
is  hereby,  prescribed  for  the  use  of  telephone  companies  having  annual 
operating  revenues  not  exceeding  $50,000,  subject  to  the  provisions  of 
the  Act  to  provide  for  the  regulation  of  public  utilities,  in  the  keeping 
and  recording  of  their  accounts;  that  each  and  every  telephone  company 
and  each  and  every  receiver  or  operating  trustee  of  any  such  telephone 
company  be  required  to  keep  all  accounts  in  conformity  therewith;  and 
that  a  copy  of  the  said  First  Issue  be  sent  to  each  and  every  such  tele¬ 
phone  company  and  to  each  and  every  receiver  or  operating  trustee  of  » 
any  such  telephone  company. 

/  It  is  further  ordered,  That  any  such  telephone  company  or  any 
receiver  or  operating  trustee  of  any  such  telephone  company  may  sub¬ 
divide  any  primary  account  in  the  said  First  Issue  establishhed  (as  per¬ 
mitted  in  the  general  instructions  contained  in  the  said  First  Issue)  ; 
or  may  make  assignment  of  the  amount  charged  to  any  such  primary 
account  to  operating  divisions,  to  its  individual  lines,  or  to  States :  Pro¬ 
vided,  however,  That  such  subprimary  accounts  set  up  or  such  assign¬ 
ments  made  by  any  such  telephone  company  or  by  any  receiver  or  oper¬ 
ating  trustee  of  any  such  Telephone  Company  do  not  impare  the  integrity 
of  the  accounts  hereby  prescribed. 

It  is  further  ordered,  That  in  order  that  the  basis  of  comparison 
with  previous  years  be  not  destroyed,  any  such  telephone  company  or 
any  receiver  or  operating  trustee  of  any  such  telephone  company  may, 
during  the  twelve  months  from  the  time  that  the  said  First  Issue  be¬ 
comes  effective,  keep  and  maintain,  in  addition  to  the  accounts  hereby 
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prescribed,  such  portion  or  portions  of  its  present  accounts  as  may  be 
deemed  desirable  by  any  such  telephone  company,  or  by  any  receiver  or 
operating  trustee  thereof,  for  the  purpose  of  such  comparison ;  or,  during 
the  same  period,  may  maintain  such  groupings  of  the  primary  accounts 
hereby  prescribed  as  may  be  desired  for  that  purpose. 

It  is  further  ordered ,  That  any  such  telephone  company  or  any 
receiver  or  operating  trustee  of  any  such  telephone  company,  in  addition 
to  the  accounts  hereby  prescribed,  may '  unless  otherwise  ordered,  keep 
any  temporary  or  experimental  accounts  the  purpose  of  which  is  to 
develop  the  efficiency  of  operation:  Provided,  however,  That  such 
temporary  or  experimental  accounts  shall  not  impair  the  integrity  of 
any  primary  account  hereby  prescribed. 

It  is  further  ordered,  That  July  1,  1914,  be,  and  is  hereby,  fixed 
as  the  date  on  which  the  said  First  Issue  of  the  Uniform  System  of 
Accounts  for  Telephone  Companies  shall  become  effective. 

By  the  Commission. 

[seal.] 


Chas.  N-.  Hebner,  Secretary 
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INTRODUCTORY  LETTER 


State  Public  Utilities  Commission  of  Illinois 

Office  of 

Chief  Accountant  and  Statistician 

Springfield,  III.,  July  2,  1914 

To  Telephone  Companies: 

In  accordance  with  an  order  of  the  State  Public  Utilities  Commis¬ 
sion  of  Illinois,  the  text  of  which  precedes  this  letter,  this.  Uniform 
System  of  Accounts  for  Telephone  Companies  is  issued. 

The  Act  to  provide  for  the  regulation  of  public  utilities  clothes  the 
Commission  with  authority  to  establish  a  system  of  accounts,  and  to  pre¬ 
scribe  the  forms  of  accounts  and  the  manner  in  which  such  accounts  shall 
be  kept  by  telephone  companies  subject  to  the  Act.  The  observance  of 
the  rules  and  regulations  prescribed  in  this  system  of  accounts  therefore 
becomes  obligatory  upon  persons  having  direct  charge  of  the  accounts  of 
the  companies  concerned,  and  such  persons  will  be  held  responsible  for 
their  proper  application. 

In  setting  up  this  system  of  accounts  this  office  has  followed  the 
Classification  for  Uniform  System  of  Accounts  for  Telephone  Companies 
as  recommended  by  the  Interstate  Commerce  Commission. 

This  system  of  accounts  applies  only  to  companies  having  annual 
operating  revenues  not  exceeding  $50,000;  such  companies  are  divided 
into  two  classes;  (“C”  and  “D”)  according  to  their  earning  capacity,  see 
paragraph  1,  page  6. 

A  separate  system  of  accounts  (bearing  same  date)  has  been  pre¬ 
scribed  for  companies  having  annual  operating  revenues  of  more  than 
$50,000. 

In  order  that  uniformity  may  be  obtained  in  the  application  of  the 
provisions  of  the  classifications,  an  invitation  is  extended  to  all  accounting 
officers  to  correspond  with  this  office  should  any  question  arise  in  regard 
to  the  correct  interpretation  of  any  accounts  herein  prescribed. 

M.  J.  Murphy, 

Chief  Accountant  and  Statistician 
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GENERAL  INSTRUCTIONS 


The  records  of  telephone  companies  shall  be  kept  with  sufficient  particularity  to  show  fully  the 
facts  pertaining  to  all  entries  made  in  the  accounts  provided  herein.  Where  the  full  information  is  not 
recorded  in  the  general  books,  the  entries  therein  shall  be  supported  by  other  records  in  which  the  full 
details  shall  be  shown.  Such  general  book  entries  shall  contain  sufficient  reference  to  the  detail  records 
to  permit  ready  identification  of  the  latter,  and  the  detail  records  shall  be  filed  in  such  manner  as  to 
be  readily  accessible  for  examination  by  representatives  of  the  State  Public  Utility  Commission  of  Illinois. 

Telephone  companies  divided  into  four  classes. — For  the  purposes 
of  the  systems  of  accounts  prescribed  by  the  State  Public  Utility  Commission 
of  Illinois  telephone  companies  are  divided  into  four  classes,  as  follows: 

Class  A.  Companies  having  average  annual  operating  revenues  exceed¬ 
ing  $250,000. 

Class  B.  Companies  having  average  annual  operating  revenues  exceed¬ 
ing  $50,000,  but  not  more  than  $250,000. 

Class  C.  Companies  having  average  annual  operating  revenues  exceed¬ 
ing  $10,000,  but  not  more  than  $50,000. 

Class  D.  Companies  having  average  annual  operating  revenues  of 
$10,000  or  less. 

The  system  of  accounts  contained  herein  applies  to  Class  C  companies 
and  shall  be  observed  by  all  Class  C  companies  (as  defined  above)  that  are 
subject  to  the  Act  to  Provide  for  the  Regulation  of  Public  Utilities.  Class  C 
companies  which  desire  more  detailed  accounting  may  subdivide  the 
accounts  prescribed  herein,  or  they  may  adopt  the  classifications  prescribed 
for  Class  A  or  for  Class  B  companies.  The  classifications  for  Class  A  and 
Class  B  companies  are  contained  in  a  separate  publication. 

Class  D  companies  shall  keep  a  Cash  Book,  in  which  shall  be  recorded 
all  receipts  and  expenditures.  (See  p.  25.)  Such  companies  may,  if  they 
so  desire,  keep  the  more  extended  accounts  prescribed  for  Class  “C”  Com¬ 
panies. 

2.  Classification  of  accounts. — The  system  prescribed  herein  for  Class 
C  companies  contains  the  following  general  classifications  of  accounts: 

(a)  Balance-sheet  statement. 

(&)  Plant  and  equipment  accounts. 

(c)  Operating  revenue  accounts. 

(d)  Operating  expense  accounts. 

( e )  Income  accounts. 

3.  Separation  of  exchange  and  toll  systems. — If  a  company  operates 
two  or  more  exchange  systems  or  toll  systems  the  accounts  for  the  plant  and 
equipment,  operating  revenues,  and  operating  expenses  shall  be  kept  in  such 
manner  as  will  indicate  the  items  which  pertain  solely  to  any  one  exchange 
system  or  any  one  toll  system.  The  items  pertaining  to  two  or  more  systems 
shall  be  designated  as  “common.”  It  is  not  required  that  the  companies 
lreep  separate  sets  of  accounts  for  each  exchange  or  toll  system,  although 
this  may  be  done  if  desired.  It  is  only  necessary  that  the  items  be  noted 
to  indicate  the  exchange  or  toll  system  to  which  they  pertain,  or  be  noted 
“common”  to  show  that  they  are  applicable  to  the  entire  property. 

4.  Balance-sheet  statement  defined. — The  balance-sheet  statement  is  a 
statement  of  the  assets,  liabilities,  and  profit  and  loss  of  a  business  at  a 
given  time.  It  contains  a  statement  of  the  ledger  balances  after  the  accounts 
covering  the  revenues,  expenses,  and  other  income  have  been  closed  into 
Profit  and  Loss. 

5.  Plant  and  equipment  accounts  defined. — The  plant  and  equipment 
accounts,  at  times  termed  fixed  capital  or  construction  accounts,  are  the 
accounts  which  show  the  investment  in  property,  both  tangible  and  intangi- 
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ble,  used  in  the  telephone  operations  and  in  operations  incident  thereto. 
Eight  primary  plant  and  equipment  accounts  (Nos.  200  to  207)  are  provided. 
The  investment  in  plant  and  equipment  shall  be  distributed  over  these 
accounts  in  accordance  with  the  explanation  given  in  the  texts  of  the 
accounts. 

6.  Income  accounts  defined. — The  income  accounts  are  the  accounts 
which  show  the  amounts  of  money  that  the  company  has  received  or  become 
entitled  to  receive  for  services  rendered  during  a  given  period,  the  return 
accruing  during  the  period  upon  investments,  and  the  disbursements  and 
obligations  (fixed  charges)  incurred  that  affect  the  disposition  of  the 
amounts  so  received  or  accrued. 

The  balances  in  these  accounts  shall  be  drawn  together  annually  in  a 
ledger  account  or  in  a  statement  form  which  will  give  the  net  income  (or 
net  loss)  for  the  year.  This  balance  shall  then  be  transferred  to  the 
Profit  and  Loss  Account,  which  shows  the  accumulated  undivided  pirofits 
(or  deficit)  of  the  company. 

7.  Operating  revenues  defined. — By  operating  revenues  are  meant  all 
moneys  which  the  company  receives  or  becomes  entitled  to  receive  for 
telephone  service  and  for  services  incident  thereto.  Credits  to  the  revenue 
accounts  shall  be  based  upon  the  gross  charges  made  for  the  service  ren¬ 
dered  by  the  company.  The  totals  of  the  primary  operating  revenue 
accounts  shall  be  transferred  annually  to  the  Income  Account  under  title 
of  account  No.  300,  “Telephone  operating  revenues.” 

8.  Operating  expenses  defined. — By  operating  expenses  are  meant  the 
expenses  of  maintaining  the  property  devoted  to  telephone  operations,  the 
expenses  of  conducting  the  telephone  operations  and  services  incident 
thereto,  the  expenses  of  collecting  revenues  and  of  accounting,  and  the 
general  and  supervision  expenses  in  connection  with  the  foregoing.  The 
totals  of  the  primary  operating  expense  accounts  shall  be  transferred 
annually  to  the  Income  Account  under  title  of  account  No.  305,  “Telephone 
operating  expenses.” 

9.  Cost  of  plant  and  equipment. — The  term  cost  as  used  in  the  plant 
and  equipment  (construction)  accounts  means  the  actual  cost  in  money 
of  labor  and  materials  used  in  construction,,  the  actual  cost  in  money  of  all 
property  acquired,  or,  if  the  consideration  given  is  other  than  money,  the 
actual  money  value  of  such  other  consideration  at  the  time  of  the  purchase. 
Cost  of  labor  includes  not  only  wages,  salaries,  and  fees  paid  employees, 
but  also  personal  expenses  of  such  employees  when  borne  by  the  company. 
Cost  of  materials  and  supplies  consumed  in  construction  is  their  cost  at 
the  places  where  they  enter  into  construction,  including  cost  of  transporta¬ 
tion  and  inspection. 

If  officers  and  employees  of  an  operating  company  are  specially  assigned 
to  construction  work,  or  if  they  devote  a  substantial  portion  of  their  time 
to  such  work,  the  proper  proportion  of  their  salaries  and  expenses  shall  be 
charged  to  Plant  and  Equipment.  No  charges,  however,  shall  be  made  to 
plant  and  equipment  accounts  for  merely  incidental  services  of  officers  and 
employees  whose  time  is  regularly  devoted  to  the  operation  and  mainte¬ 
nance  of  the  plant.  July  1 

10.  Plant  and  equipment  Jin  service,/1914. — The  cost  or  book  value  of 
plant  and  equipment  on  handll914,  shall  oe  charged  to  primary  plant  and 
equipment  accounts  Nos.  200  to  206,  if  such  distribution  can  be  accurately 
made.  If  not  possible  to  make  such  distribution,  the  entire  cost  or  book 
value,  or  that  portion  which  can  not  be  distributed,  shall  be  charged  to 
account  No.  207,  “Undistributed  construction  expenditures,”  until  such  time 
as  the  distribution  may  be  possible. 

11.  New  construction. — When  any  new  plant  and  equipment  is  con¬ 
structed  or  otherwise  acquired,  the  cost  thereof  shall  be  charged  to  the 
various  primary  plant  and  equipment  accounts  (Nos.  200  to  207). 

12.  Reconstruction. — Reconstruction  (or  extraordinary  repairs)  includes 
the  following: 

(a)  Restoring  to  an  efficient  or  proper  condition  buildings,  structures, 
or  other  units  of  property  which  have  deteriorated. 
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(&)  Substituting,  in  order  to  maintain  normal  efficiency,  new  parts 
for  old  parts  of  continuous  structures,  such  as  pole  lines,  cables,  wires, 
and  conduits. 

(c)  Restoring  the  condition  of  property  damaged  by  storm,  flood,  fire, 
or  other  casualty. 

( d )  Recovering  salvage  and  removing  retired  or  abandoned  property 
in  connection  with  above  work. 

When  any  minor  plant  and  equipment  is  reconstructed  and  the  property 
as  reconstructed  is  of  no  greater  value  than  was  the  original  property  the 
cost  of  reconstruction  shall  be  treated  as  follows: 

Debit — 

To  account  No.  115,  “Depreciation  reserve,”  the  amount  carried  therein 
with  respect  to  such  property. 

To  account  No.  105,  “Materials  and  supplies,”  the  value  of  salvage 
recovered  from  such  property. 

To  accounts  for  operating  expenses  (Nos.  600,  601,  or  604),  the 

remainder  of  the  cost  of  reconstruction. 

Credit — 

To  account  No.  102,  “Cash,”  or  to  other  appropriate  accounts,  the  cost 
of  reconstruction. 

If  the  property  as  reconstructed  is  of  greater  value  than  was  the 
original  property  the  cost  of  reconstruction  shall  be  treated  as  follows: 

Debit — 

To  accounts  for  plant  and  equipment  (Nos.  200  to  207),  the  excess  cost 
of  the  property  as  reconstructed  over  the  cost  or  book  value  of  the  original 
property. 

To  account  No.  115,  “Depreciation  reserve,”  the  amount  carried  therein 
with  respect  to  the  property  reconstructed. 

To  account  No.  105,  “Materials  and  supplies,”  the  value  of  salvage 
recovered  from  old  property. 

To  accounts  for  operating  expenses  (Nos.  600,  601,  or  604),  the 
remainder  of  the  cost  of  reconstruction. 

Credit — 

To  account  No.  102,  “Cash,”  or  other  appropriate  account,  the  cost  of 
reconstruction. 

When  it  is  necessary  substantially  to  reconstruct  or  to  replace  a  major 
portion  of  any  unit  of  property  or  any  important  section  of  a  continuous 
structure,  the  cost  shall  be  handled  through  the  plant  and  equipment 
accounts;  that  is,  the  cost  of  the  property  removed  or  replaced  shall  be 
credited  to  the  appropriate  plant  and  equipment  accounts  and  the  new 
property  shall  be  charged  thereto.  (See  section  13,  page  8.) 

13.  Plant  and  equipment  retired. — When  any  plant  and  equipment  is 
destroyed,  withdrawn,  or  otherwise  retired  from  service  for  any  cause,  the 
cost  or  book  value  of  the  property  retired  shall  be  written  off  as  follows: 

Debit — 

To  account  No.  115,  “Depreciation  reserve,”  the  amount  carrier  therein 
with  respect  to  the  property  retired. 

1  To  account  No.  105,  “Materials  and  supplies,”  the  value  of  salvage 
recovered  from  property. 

To  account  No.  604,  “Other  maintenance  expenses,”  the  remainder  of 
the  cost  or  book  value  of  property. 

Credit — 

To  accounts  for  plant  and  equipment  (Nos.  200  to  207),  the  amounts 
heretofore  charged  to  such  accounts  in  respect  of  such  property. 

The  cost  of  the  property  installed  in  place  of  that  withdrawn  shall  be 
charged  to  the  plant  and  equipment  accounts  (Nos.  200  to  207). 

14.  Repairs. — The  term  repairs  as  used  in  the  texts  of  accounts  Nos. 
600,  601,  and  604,  are  not  intended  to  be  taken  into  account  in  fixing  a  rate 
of  depreciation.  Such  repairs  include  the  following: 

(a)  Testing  for,  locating,  and  clearing  crosses,  breaks,  grounds,  and 
other  line  troubles,  including  routine  work  intended  to  prevent  such  trou¬ 
bles,  as,  for  example,  pulling  up  slack,  tightening  guys,  and  resetting  guy 
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stubs,  trimming  trees,  straightening  poles  and  cross  arms,  and  cleaning 
and  adjusting  apparatus; 

(&)  Replacement  of  minor  or  short-lived  parts  of  structures,  equip¬ 
ment,  or  facilities; 

(c)  Replacement  of  minor  parts  of  wire  plant  or  equipment  when 
made  necessary  by  faulty  adjustments,  excessive  strains,  mechanical  injuries, 
or  other  minor  casualties  not  provided  against  in  the  charges  for  deprecia¬ 
tion  of  plant  and  equipment; 

( d )  Rearrangement  and  changes  in  location  of  plant  (except  sub¬ 
scribers’  station  equipment,  for  which  a  special  account  is  provided), 
including  rearrangement  of  circuits,  reassociation  of  party  lines,  rearrang¬ 
ing  grouping  of  trunks  and  calling  circuits,  recross  connecting  on  distrib¬ 
uting  frames,  rerunning  jumper  wires,  underlining  switchboard  jacks,  etc., 
together  with  materials  used  for  such  purposes  which  do  not  add  to  the 
tangible  value  of  such  plant; 

(e)  Recovering  salvage  and  removing  retired  or  abandoned  property 
(except  subscribers’  station  equipment)  when  such  costs  are  not  provided 
for  by  the  depreciation  reserve. 

15.  Cost  of  repairs. — The  term  cost  of  repairs,  as  used  in  the  texts  of 
the  various  operating  expense  accounts,  should  be  understood  to  include 
the  wages,  salaries,  and  fees  paid  employees  directly  engaged  in  the  work 
of  repairs,  the  personal  expenses  of  such  employees  when  borne  by  the 
company,  the  cost  (including  transportation)  of  materials  and  supplies 
consumed,  and  the  expense  of  facilities  employed  in  making  the  repairs, 
less  the  value  of  any  salvage  recovered.  It  includes  also  the  cost  of  direct 
supervision,  such  as  by  foremen  or  superintendents  of  repair  gangs,  but 
does  not  include  the  salaries  and  expenses  of  general  officers  of  the  company. 

16.  Depreciation. — Depreciation  is  the  decline  in  value  of  tangible 
property  and  is  one  of  the  expenses  of  the  company  properly  chargeable 
to  Operating  Expenses.  There  is  certain  wear  and  tear  taking  place  in 
the  property  which  can  not  be  covered  by.  current  repairs  and  in  addition 
the  property  is  likely  to  become  obsolete  or  inadequate,  so  that  at  some 
future  date  it  must  be  discarded  for  that  reason  and  replaced.  In  order 
to  provide  for  the  expense  when  the  property  is  taken  out  of  service  or 
replaced  charges  should  be  made  to  Operating  Expenses  to  provide  a  reserve 
for  such  purpose.  If  this  is  not  done  the  expense  of  replacing  must  be 
charged  in  bulk  to  Operating  Expenses  when  the  property  is  replaced,  which 
would  cause  the  company  to  show  low  operating  expense  in  years  when  no 
reconstruction  takes  place  and  high  operating  expense  in  years  when  recon¬ 
struction  is  performed.  By  providing  depreciation  charges  the  operating 
expense  accounts  will  show  a  record  of  expenses  from  year  to  year  more 
in  harmony  with  real  fact. 

The  expense  of  depreciation  may  consist  of — 

(a)  Losses  suffered  through  current  lessening  in  value  from  wear  and 
tear  and  not  covered  by  current  repairs;  for  example,  a  switchboard  may 
be  kept  in  workable  condition  by  current  repairs,  but  at  the  end  of,  say, 
ten  years,  it  may  be  in  such  condition  that  replacement  is  necessary. 

(b)  Obsolescence  or  inadequacy  resulting  from  age,  new  inventions, 
or  public  requirements;  for  example,  substituting  common  battery  for  mag¬ 
neto  system,  automatic  for  manual  system,  or  underground  for  overhead 
construction. 

(c)  Losses  suffered  through  storms,  floods,  and  other  casualties. 

Charges  for  depreciation  should  be  based  on  a  rule  that  will  evenly 

distribute  over  Operating  Expenses  during  the  life  of  the  property  the 
original  cost  (less  the  salvage).  The  Commission  at  present  does  not 
prescribe  the  rate  of  depreciation,  but  leaves  this  matter  to  the  discretion 
of  the  company. 

The  amounts  estimated  to  cover  depreciation  shall  be  charged  to 
operating-expense  account  No.  603,  “Depreciation  of  plant  and  equipment,” 
and  credited  to  balance-sheet  account  No.  115,  “Depreciation  reserve,’ 
against  which  shall  be  charged,  to  the  extent  that  such  charges  are  covered 
by  the  reserve,  the  expense  of  reconstruction  or  the  cost  or  book  value  of 
property  when  retired.  (See  sections  12  and  13,  pages  7  and  8.) 
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TEXT  OF  BALANCE  SHEET  ACCOUNTS 

For  Class  C  Companies 


Asset  Side 


100.  Plant  and  Equipment. 

This  account  shall  include  the  cost  of  all  property,  tangible  and 
intangible;  used  by  the  company  in  its  telephone  operations.  (See 
primary  accounts  Nos.  200  to  207.) 

101.  Other  Investments. 

This  account  shall  include  the  cost  or  book  value  of  stocks,  bonds, 
and  other  securities  (other  than  those  issued  or  assumed  by  the  com¬ 
pany),  and  of  mortgages,  notes,  and  similar  evidences  of  money  receiv¬ 
able  having  dates  of  maturity  of  more  than  one  year  from  date  of  issue; 
the  cost  of  property  used  otherwise  than  in  telephone  operations,  such 
as  lighting,  sewer,  water,  and  manufacturing  plants;  the  cost  of  lands 
and  buildings  not  used  in  any  operations;  and  similar  investments. 

102.  Cash. 

This  account  shall  include  the  amount  of  cash  and  other  current 
funds  in  the  hands  of  officers  and  agents  or  on  deposit  in  banks  or  with 
trust  companies.  This  account  also  includes  special  deposits  of  cash 
for  payment  of  dividends  or  interest,  or  for  other  purposes. 

103.  Notes  Receivable. 

This  account  shall  include  the  cost  or  book  value  of  all  mortgages, 
notes,  and  other  similar  evidences  of  money  receivable  on  demand  or 
within  a  time  not  exceeding  one  year. 

104.  Accounts  Receivable. 

This  account  shall  include  the  amounts  owing  to  the  company  by 
subscribers  and  patrons  for  services;  miscellaneous  bills  against  cor¬ 
porations,  firms,  or  individuals;  dividends  declared  by  others,  but  not 
collected;  interest  collectible  on  securities,  mortgages,  accounts,  and 
deposits;  and  other  items  of  amounts  collectible. 

105.  Materials  and  Supplies. 

This  account  shall  include  the  balances  representing  the  cost  of 
materials  and  supplies  on  hand. 

Charge  this  account  with  the  cost  of  materials  and  supplies  pur¬ 
chased,  including  transportation  charges  and  expense  of  handling. 
Charge  also  to  this  account  the  salvage  value  of  materials  and  supplies 
recovered  from  plant  retired  and  returned  to  stores. 

Credit  this  account  with  the  value  of  materials  or  supplies  when 
applied  to  plant  and  equipment  or  otherwise  used  or  disposed  of. 

Note— When  materials  and  supplies  are  purchased  in  small  quantities  for  immediate  use  the 
company  need  not  keep  a  materials  and  supplies  account  but  may  charge  out  the  materials  and 
supplies  when  purchased.  If  no  materials  and  supplies  account  is  kept,  an  inventory  of  the  mate¬ 
rials  and  supplies  on  hand  and  not  used  shall  be  taken  at  least  once  a  year,  the  proper  adjustment 
shall  be  made  in  plant  and  equipment,  operating  expenses,  or  other  accounts  affected,  and  the  value 
of  materials  and  supplies  on  hand  shall  be  shown  on  the  balance  sheet  under  this  account. 

106.  Prepayments. 

Charge  this  account  with  the  amount  of  taxes,  insurance,  rents, 
and  like  disbursemnts  made  in  advance  of  the  period  to  which  they 
apply.  As  the  periods  covered  by  such  prepayments  expire,  credit  this 
account  and  charge  the  proper  operating  expense  or  other  income 
account  with  the  amount  applicable  to  the  period. 
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107.  Other  Debit  Accounts. 

This  account  shall  include  all  debits  pertaining  to  the  balance 
sheet  and  not  provided  for  elsewhere,  including  debit  items  the  final 
disposition  of  which  is  uncertain.  This  account  shall  include  such 
items  as  discounts  on  capital  stock,  discounts  on  bonds,  and  similar 
items. 

108.  Profit  and  Loss — Debit. 

Under  this  head  on  the  balance-sheet  statement  shall  be  shown  the 
net  debit  balance,  if  any,  in  the  Profit  and  Loss  Account.  (See  account 
No.  117  for  text  of  the  account.) 

Liability  Side 

110.  Capital  Stock. 

This  account  shall  include  the  total  par  value  of  outstanding 
capital  stock.  In  case  of  the  issue  of  two  or  more  classes  of  capital 
stock,  such  as  common  and  preferred,  a  subaccount  shall  be  provided 
for  each  class.  If  capital  stock  is  paid  for  in  installments,  stock  to  be 
issued  when  fully  paid,  a  subaccount  entitled  “Installments  on  capital 
stock”  shall  be  provided,  to  which  shall  be  credited  the  amounts  of 
installments  received  by  the  company;  when  stock  certificates  are 
issued  to  stockholders  the  subaccount  shall  be  charged  and  the  capital 
stock  account  or  other  capital  stock  subaccount  shall  be  credited. 

111.  Funded  Debt. 

This  account  shall  include  the  par  value  of  all  bonds,  notes,  mort¬ 
gages,  and  other  evidences  of  indebtedness  issued  or  assumed  by  the 
company  and  which  are  not  due  and  payable  until  after  one  year  from 
date  of  issue. 

112.  Notes  Payable. 

This  account  shall  include  the  par  value  of  all  notes,  drafts,  and 
other  evidences  of  indebtedness  issued  or  assumed  by  the  company, 
and  which  are  payable  on  demand  or  within  one  year  from  date  of 
issue. 

113.  Accounts  Payable. 

This  account  shall  include  amounts  owing  to  other  companies, 
firms,  and  individuals  and  not  includible  in  accounts  Nos.  Ill  and  112. 
This  account  shall  include  miscellaneous  bills,  audited  vouchers  unpaid, 
dividends  declared  and  unpaid,  interest  due  and  unpaid,  and  similar 
items. 

114.  Accrued  Liabilities  Not  Due. 

Credit  to  this  account  the  amounts  of  taxes,  interest,  rents,  and 
other  expenses  which  have  accrued  and  have  been  charged  to  operating 
expense  or  other  accounts  in  excess  of  the  amounts  actually  paid. 
When  the  payments  are  actually  made  this  account  shall  be  charged. 

115.  Depreciation  Reserve. 

Credit  to  this  account  the  amounts  which  are  charged  monthly  or 
annually  to  operating  expense  account  No.  603,  “Depreciation  of  plant 
and  equipment,”  to  cover  the  depreciation  taking  place  in  plant  a;nd 
equipment. 

Charge  to  this  account,  when  any  plant  or  equipment  is  recon¬ 
structed  or  retired  the  amount  heretofore  credited  to  this  account  in 
respect  of  the  property  reconstructed  or  retired.  (See  sections  12  and 
13,  pages  7  and  8.) 

The  balance  remaining  in  this  account  should  show  at  any  given 
time  the  difference  between  the  cost  or  book  value  of  property  carried 
in  account  No.  100  “Plant  and  equipment,”  and  the  present  value  of 
such  property. 

116.  Other  Credit  Accounts. 

This  account  shall  include  all  credit  items  pertaining  to  the  balance 
sheet  and  not  elsewhere  provided  for;  also  other  credit  items,  the  final 
disposition  of  which  is  uncertain.  This  account  shall  include  such 
items  as  premiums  on  capital  stock,  premiums  on  bonds,  and  reserves 
other  than  the  depreciation  reserve. 
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117.  Profit  and  Loss — Credit  Balance. 

Under  this  head  on  the  balance-sheet  statement  shall  be  shown  the 
credit  balance,  if  any,  in  the  Profit  and  Loss  Account.  The  Profit  and 
Loss  Account  is  the  difference  between  the  total  assets  and  the  total 
liabilities  and  it  shows  the  undivided  profits  (or  the  deficit)  of  the 
company. 

The  net  income  (or  loss)  for  the  year  as  shown  by  the  Income 
Account  shall  be  transferred  to  this  account.  This  account  shall  also 
be  credited  or  charged  with  any  adjustments  affecting  the  asset  and 
liability  accounts  and  any  miscellaneous  gains  or  losses  which  are  not 
attributable  to  the  operations  for  the  year  as  shown  by  the  Income 
Statement.  The  entries  to  this  account  shall  be  shown  in  such  detail 
as  will  clearly  explain  their  purposes. 
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TEXT  OF  PLANT  AND  EQUIPMENT  ACCOUNTS 

For  Class  C  Companies 


200.  Intangibles. 

Charge  to  this  account  the  expense  of  organizing  the  company,  the 
cost  of  franchises  and  patent  rights,  and  the  cost  of  other  intangibles 
obtained  by  the  company  and  used  or  useful  in  the  operations  of  the 
company. 

201.  Land  and  Buildings. 

Charge  to  this  account  the  cost  of  right  of  way  and  other  land; 
the  cost  of  buildings,  and  cost  of  all  permanent  fixtures  of  buildings. 

202.  Central  Office  Equipment. 

Charge  to  this  account  the  cost  of  local  and  toll  switchboards  and 
appurtenances,  main  and  intermediate  frames,  relay  and  coil  racks, 
interior  wires  and  cables,  power  apparatus,  telephone  sets  used  in  the 
operating  and  terminal  rooms, (/and  other  apparatus  in  the  operating 
and  terminal  rooms;  also  the  cost  of  furniture  and  fixtures  in  the 
operating  and  terminal  rooms. 

203.  Station  Equipment. 

Charge  to  this  account  the  cost  of  equipment  and  apparatus  on  the 
premises  of  subscribers,  patrons,  and  others.  It  shall  include  telephone 
sets,  private  branch  exchanges,  booths  and  fixtures,  inside  wiring,  and 
other  apparatus,  and  the  cost  of  installation. 

This  account  shall  include  the  cost  of  telephone  sets  used  by  com¬ 
pany’s  employees,  other  than  those  in  the  operating  and  terminal  rooms 
of  central  offices. 

204.  Exchange  Lines. 

Charge  to  this  account  the  cost  of  wire  plant  between  the  central 
office  and  the  premises  of  the  subscriber,  between  central  offices  and 
pay  stations,  or  between  two  central  offices  in  the  same  exchange  area. 
It  shall  include  the  cost  of  poles,  underground  conduit,  manholes,  wire, 
cables,  and  fixtures. 

Note— If  lines  are  used  for  both  exchange  and  toll  service,  the  cost  shall  be  charged  to  either 
account  No.  204  or  account  No.  205,  according  to  the  principal  use  made  of  the  lines. 

205.  Toll  Lines. 

Charge  to  this  account  the  cost  of  wire  plant  used  in  the  transmis¬ 
sion  of  toll  messages  between  offices  in  different  exchange  areas.  It 
shall  include  the  cost  of  poles,  underground  conduit,  manholes,  wires, 
cables,  and  fixtures. 

Note— If  lines  are  used  for  both  exchange  and  toll  service,  the  cost  shall  be  charged  to  either 
account  No.  204  or  account  No.  205,  according  to  the  principal  use  made  of  the  lines. 

206.  General  Equipment. 

Charge  to  this  account  the  cost  of  automobiles,  wagons,  horses, 
shop  machinery,  tools  and  implements,  office  furniture  and  fixtures 
(other  than  in  operating  rooms  and  terminal  rooms),  and  other  equip¬ 
ment  of  the  company  not  covered  by  accounts  Nos.  202  and  203. 

207.  Undistributed  Construction  Expenditures. 

Charge  to  this  account  expenditures  made  in  the  construction  or 
acquisition  of  plant  and  equipment  when  such  expenditures  can  not  be 
assigned  to  any  of  the  accounts  Nos.  200  to  206. 

To  this  account  may  be  charged  the  entire  cost  of  plant  and  equip¬ 
ment  acquired  prior  to  July  1,  1914,  until  such  time  as  it  is  possible 
to  distribute  the  cost  over  accounts  Nos.  200  to  206. 

To  this  account  may  be  charged  the  cost  of  a  telephone  plant  pur¬ 
chased  or  constructed  under  contract  until  such  time  as  a  basis  may 
be  determined  upon  for  distribution  of  the  cost  over  accounts  Nos. 
200  to  206. 
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TEXT  OF  INCOME  ACCOUNTS 

For  Class  C  Companies 


300.  Telephone  Operating  Revenues. 

This  account  shall  include  the  total  operating  revenues  derived 
from  the  telephone  operations  for  the  year.  To  this  account  shall  be 
credited  the  total  of  amounts  carried  in  the  primary  operating  revenue 
accounts  (Nos.  500  to  504). 

301.  Other  Operating  Revenues. 

If  the  company  conducts  operations  other  than  telephone  operations, 
such  as  lighting,  water,  power,  or  manufacturing  plants,  the  revenues 
accruing  from  such  operations  shall  be  credited  to  this  account.  This 
account  shall  include  the  operating  revenues  from  property,  the  invest¬ 
ment  in  which  is  carried  in  account  No.  101,  “Other  investments.” 

302.  Miscellaneous  Income. 

Credit  to  this  account  all  revenues  accruing  to  the  company  other 
than  those  obtained  through  telephone  or  other  operations.  This 
account  shall  include — 

Interest  received  on  mortgages,  bonds,  notes,  etc. 

Dividends  on  securities  owned. ' 

Rents  received  from  plant  leased  to  others,  such  as  an  exchange 
system,  sections  of  toll  lines,  central  office,  etc. 

Profit  on  materials  and  supplies  sold. 

Other  similar  items  of  income. 

305.  Telephone  Operating  Expenses. 

This  account  shall  include  the  total  operating  expenses  of  the  tele¬ 
phone  operations  for  the  year.  To  this  account  shall  be  charged  the 
total  amounts  carried  in  the  primary  operating  expense  accounts  (Nos. 
600  to  608). 

306.  Other  Operating  Expenses. 

If  the  company  conducts  operations  other  than  telephone  operations, 
such  as  lighting,  water,  power,  or  manufacturing  plants,  the  expense  of 
maintenance  and  operations  shall  be  charged  to  this  account.  This 
account  includes  the  expenses  of  property  the  investment  in  which  is 
carried  in  account  No.  101,  “Other  investments.” 

307.  Taxes. 

Charge  this  account  with  the  amount  of  all  taxes  assessed  against 
the  property,  operations,  or  privileges  of  the  company.  Taxes  paid  in 
advance  of  the  period  to  which  they  apply  shall  be  charged  to  account 
no.  106,  “Prepayments,”  and  as  the  term  expires  for  which  the  taxes 
apply  this  account  shall  be  charged  and  account  No.  106  shall  be 
credited. 

Taxes  which  accrue  in  advance  of  their  actual  payment  shall  be 
charged  to  this  account  and  credited  to  account  No.  114,  “Accrued 
liabilities  not  due.”  When  payments  are  made  the  latter  account  shall 
be  charged. 
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308.  Interest  Accrued. 

Charge  to  this  account  interest  on  bonds,  mortgages,  notes,  and 
other  interest-bearing  obligations,  and  interest  on  open  accounts.  No 
interest  shall  be  charged  on  securities  issued  or  assumed  by  the  com¬ 
pany  and  held  by  or  for  it. 

309.  Dividends  Declared. 

Charge  this  account  with  the  amounts  of  dividends,  declared  on  out¬ 
standing  capital  stock  of  the  company.  If  a  dividend  is  payable  in  any¬ 
thing  other  than  money,  such  thing  shall  be  fully  described  in  the 
entry.  No  dividends  shall  be  charged  on  capital  stock  issued  by  the 
company  and  held  by  or  for  it. 

310.  Miscellaneous  Charges  to  Income. 

Charge  to  this  account  all  expenses  accrued  or  payments  made 
which  apply  to  the  transactions  of  the  year  and  which  are  not  charge¬ 
able  to  Operating  Expenses  or  to  the  preceding  income  debit  accounts. 
This  account  shall  include— 

Rents  paid  for  plant  and  equipment  leased  (not  including  minor 
rents  which  are  provided  for  in  account  No.  608). 

Losses  not  properly  chargeable  as  operating  expense. 

Uncollectible  bills. 

Other  similar  items. 
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TEXT  OF  OPERATING  REVENUE  ACCOUNTS 

For  Class  C  Companies 


500.  Exchange  Revenues. 

Credit  to  this  account  all  revenues  accrued  from  the  transmission 
of  local  messages  within  the  same  exchange  area.  An  exchange  area 
is  the  area  referred  to  and  usually  described  in  contracts  with  sub¬ 
scribers  as  that  within  which  local  service  is  furnished  at  rates  specified 
in  such  contracts.  This  account  shall  include — 

Rentals  from  subscribers  for  local  and  rural  service. 

Rentals  of  private  branch  exchanges. 

Charges  for  extension  stations. 

Charges  for  extra  mileage  ih  circuits  to  subscribers’  stations. 

Charges  for  extra  directory  insertions. 

Installation  and  cancellation  charges  when  charged  subscribers. 

Revenues  from  public  pay  stations  for  calls  within  the  exchange 
area. 

Charges  for  switching  calls  for  farmer  lines. 

Rents  received  for  attachments  to  exchange  poles  and  other  rents 
for  exchange  property. 

Other  revenues  accruing  from  exchange  operations. 

Charge  to  this  account  discounts  allowed  to  subscribers  for  prompt 
payment;  corrections  of  overcharges,  authorized  refunds  on  account 
of  failures  in  transmission,  and  other  corrections  affecting  exchange 
revenues. 

501.  Toll  Revenues. 

Credit  to  this  account  all  revenue  derived  from  the  transmission  of 
messages  between  points  in  different  exchange  areas.  This  account 
shall  include — 

Revenues  from  messages  transmitted  wholly  over  the  company’s 
lines  between  points  in  different  exchange  areas,  whether  from 
subscribers  or  pay  stations. 

Company’s  proportion  of  revenues  on  messages  transmitted  partly 
over  the  company’s  lines  and  partly  over  lines  of  other  companies 
(sometimes  termed  mileage ). 

Commissions  allowed  the  company  by  others  for  switching  or  hand¬ 
ling  toll  messages  within  the  exchange  area  or  for  originating 
such  messages. 

Rents  for  toll  lines  leased  to  brokers  or  others,  including  telegraph 
companies. 

Rents  received  from  attachments  to  toll  poles,  and  other  rents  from 
toll  property. 

Other  revenues  accruing  from  toll-line  operations. 

Charge  to  this  account  corrections  of  overcharges,  authorized  refunds 
on  account  of  failures  in  transmission,  and  other  corrections  affecting 
toll  revenue. 

502.  Miscellaneous  Revenues. 

Credit  to  this  account  all  revenue  accrued  from  telephone  operations 
other  than  that  provided  for  in  accounts  No.  500,  “Exchange  revenue,” 
and  No.  501,  “Toll  revenue.”  This  account  shall  include — 

Charges  for  messenger  service. 

Charges  for  advertisements  in  directories. 
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Charges  to  telegraph  companies  for  making  collections  and  for 
other  services  (not  transmission  charges). 

Rents  for  property  other  than  property  used  in  exchange  or  toll 
services,  such  as  rent  of  offices,  storeroom,  and  teams. 

Profit  on  sales  of  materials  and  supplies. 

Other  miscellaneous  operating  revenues. 

503.  Licensee  Revenue — Cr. 

When  a  telephone  company  grants  to  another  telephone  company 
the  use  of  its  patents  or  furnishes  instruments  and  equipment  and 
general  supervision  under  an  agreement  for  apportioning  the  revenues 
of  the  licensee,  the  proportion  accruing  to  the  licensor  shall  be  credited 
by  the  licensor  in  this  account. 

504.  Licensee  Revenue — Dr. 

When  a  telephone  company  is  granted  by  another  telephone  com¬ 
pany  the  use  of  its  patents,  or  is  furnished  instruments  and  equipment 
and  general  supervision  under  an  agreement  for  apportioning  the 
revenues  of  the  licensee,  the  proportion  accruing  to  the  licensor  shall 
be  charged  by  the  licensee  in  this  account. 
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TEXT  OF  OPERATING  EXPENSE  ACCOUNTS 

For  Class  C  Companies 


600.  Repairs  of  Wire  Plant. 

Charge  to  this  account  the  cost  of  repairs  of  all  exchange  wire  plant 
and  toll  wire  plant,  such  as  poles,  conduit,  manholes,  wires,  cables,  and 
fixtures. 

601.  Repairs  of  Equipment. 

Charge  to  this  account  the  cost  of  repairs  of  office  equipment  and 
station  equipment,  whether  in  the  central  office  operating  rooms  and 
terminal  rooms  or  on  subscribers’  premises,  such  as  switchboards,  main 
and  intermediate  frames,  relay  and  coil  racks,  interior  wires  and  cables, 
power  apparatus,  telephone  sets,  private  branch  exchanges,  booths  and 
fixtures,  and  furniture  and  fixtures. 

602.  Station  Removals  and  Changes. 

Charge  to  this  account  the  cost  of  removing  or  changing  the  location 
of  subscribers’  equipment,  including  the  waste  of  materials  caused  by 
removals. 

603.  Depreciation  of  Plant  and  Equipment. 

Charge  to  this  account  monthly  or  annually  the  estimated  amount 
of  depreciation  accruing  in  the  plant  and  equipment.  (See  section  14, 
page  8.) 

604.  Maintenance  Expenses. 

Charge  to  this  account  the  cost  of  repairs  of  land  and  buildings, 
automobiles,  tools  and  implements,  and  furniture  and  fixtures;  also 
other  maintenance  expense  not  provided  for  in  the  repair  accounts. 

When  any  plant  and  equipment  is  destroyed,  withdrawn,  or  other¬ 
wise  retired  from  service  for  any  cause  this  account  shall  be  charged 
with  such  portion  of  the  cost  or  book  value  of  such  property  as  has  not 
been  provided  for  in  account  No.  115,  “Depreciation  reserve.”  (See 
section  13,  page  8.) 

605.  Operators’  Wages. 

Charge  to  this  account  the  pay  of  chief  operators,  supervisors,  local 
and  toll  switchboard  operators,  information  operators,  and  all  other 
operators  employed  in  central  offices. 

606.  Other  Traffic  Expenses. 

Charge  to  this  account  the  cost  of  power  purchased,  cost  of  labor 
and  supplies  in  operating  power  plant,  cost  of  renewing  batteries,  pay 
of  operators  at  pay  stations,  and  other  expenses  in  connection  with  the 
operations  of  central  offices  and  public  pay  stations. 

607.  General  Office  Salaries. 

Charge  to  this  account  the  salaries  of  general  officers  of  the  com¬ 
pany  and  the  salaries  of  other  officers  and  employees  whose  salaries 
are  not  chargeable  to  any  of  the  preceding  expense  accounts. 

608.  Other  General  Expenses. 

Charge  to  this  account  all  general  expenses  other  than  general  office 
salaries.  This  account  shall  include  the  cost  of — 

Office  supplies  and  expenses. 

Stationery  and  printing  (including  postage). 
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Traveling  and  incidental  expenses  of  general  officers  and  employees 
of  general  offices. 

Preparing,  printing,  and  distributing  directories. 

Rents  for  general  offices,  central  offices,  pole  attachments,  and 
other  minor  rents,  not  including  those  paid  for  lease  of  entire 
telephone  plants. 

Insurance. 

Law  expenses. 

Accidents  and  damages  costs. 

Other  general  expenses. 


ACCOUNTING  INSTRUCTIONS 
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